I. Introduction
India's economic growth for much of the period since independence was described as being characterized by "the Hindu rate of growth" -a term coined by the economist Raj Krishna and popularised by the former World Bank Chief Robert McNamara. Real GDP grew at about 3.5 per cent per annum on average in contrast to several other developing countries, particulalry in East and South-East Asia, that were growing much faster. Since the mid 1980s, however, India has surprised many commentators by clocking much higher, of late, even accelerating rates of growth. This higher growth has not come too soon. With more than 250 million Indians living in conditions of abject poverty and given widespread acceptance of the proposition that economic growth is the most trusted means of poverty reduction, the recent surge in Indian economic growth has kindled hopes that Indians may soon experience substantial improvements in living standards and that India may yet become an important economic player in the global economy.
Viewed over a longer horizon this metamorphosis of India's growth indicates not a rate of growth but an Indian view of growth which may be described as resilience to adverse conditions and concomitant quest for higher growth. India's quest for high economic growth has been a constant, if sometimes apparently dormant, denominator of national activity and has had to adapt itself to conditions both within the economy as well as abroad, but has never really been abandoned.
To be sure, spurts of high growth in various countries have fizzled out whence, in hindsight, some high growth experiences, like that of Japan in the 1980s, have been characterised as bubbles. Some such bubbles have lasted longer than others, e.g., the high growth phase of the South East Asian economies, and have led to sharp drops in ASARC WP 2007/06poverty. However, these are all small countries with populations much smaller than India's (which currently stands at over 1.1 billion). China's accelerating growth rate and rapidly declining poverty in the past 30 years or so lent credence to the hypothesis that a country comparable in geographical size, population and scale of poverty to India could successfully use higher economic growth to address problems of mass deprivation. But, there is one major difference -India is a vibrant multiparty democracy with a free press, China is not. This difference leads to what some have called "excessive" delays in decision-making in India resulting in slow pace of economic reforms. Thus India's quest for higher growth is unique. So is its approach.
The central theme of this chapter is that the Indian economy has been remarkably resilient and been able to adapt its quest for growth to changes in circumstances in both the domestic and the global economy and is now poised for sustained progress. At the time of independence after centuries of stagnation, even decline, India's confidence and society stood shaken. The licence quota raj ensured that three decades of unimpressive growth followed even as developing East and Southeast Asia were surging ahead. Yet once the controls were slackened the Indian economy was able to discover its innate vitality. Growth has remained high since the mid 1980s and has even started to accelerate of late, albeit with a few short-run drops.
This chapter is an account of the resilience of the Indian economy as well as its quest for higher rates of growth. In the process the Indian economy and society are being transformed and there are clear signs of a much stronger player emerging on the global stage in the near future. The plan of this chapter is as follows. It provides a historical backdrop for India's growth experience in section II, emphasizing the resilience of the economy to adverse shocks over a period of almost 400 years and the pick-up of economic growth once some of these constraints were lifted. Section III discusses some factors contributing to the acceleration in India's growth rate. Section IV outlines India's performance in external trade and section V presents two faces of the new India -a dynamic sector (automobiles) and a laggard (agriculture). Section VI concludes.
II. India's Growth Experience in Historical Perspective
By all accounts from the 15 th to the 18 th century India was one of the most prosperous regions of the world with plentiful supply of highly advanced commercial and industrial techniques (Clydesdale 2007) . From 1700, however, Indian GDP per capita started to drop. For more than 400 years now India has had low incomes and low, even negative, rates of economic growth whereas its population has continued to expand. Table 1 compares real per capita GDP and GDP in 1990 international dollars and population between India and the United Kingdom over the period 1600 to 1947, when India attained independence from British rule. However, India's colonial experience was not unique in that most colonies that did not result in settlements had poor records of economic growth with stagnation for long periods of time (Tables 2 and 3) . Table 2 shows levels of GDP per capita in the major European colonial powers and some colonies for about 500 years. Table 3 provides information on growth rates in the same countries. 1500-1700 1700-1820 1820-1913 1913-1950 1950-1998 European Colonial Powers Nurkse (1953) emphasized the difference between the settlement and non settlement countries among the set of colonized countries as involving the method of financing of capital. Whereas the bulk of investment in settlement countries was through equity the non-settlement countries received loans, which they had to service. This debt servicing put onerous burdens on the already fragile economies of the non-settlement colonized countries (Maddison 2006 For the first thirty years or so after independence India's growth rates were low and highly volatile as economic outcomes depended significantly on agricultural harvests which, in turn, depended on the monsoons. Finance Minister P. Chidambaram's labelled these three decades as the lost decades for economic growth and poverty alleviation. The first three rows of table 4 illustrate this basic point. accelerated even further to over 7 per cent. Hence, the Indian economy has been enjoying high and relatively stable rates of growth for more than a quarter century now.
This phase of higher growth was initiated by higher agricultural growth through the Higher Yield Variety Seeds Technology associated with the Green Revolution.
Subsequently a modest program of economic reforms was initiated in the mid 1980s
followed by a broader attempt at liberalization and reforms begun in July 1991. These reforms are ongoing. The recent high rate of economic growth in India has been broad-based and no longer dependent on agriculture to the extent during 1950-79. This has raised the mean growth and lent it considerable stability. Agricultural growth has continued to fluctuate considerably even as the share of agriculture in GDP has come down sharply. 1 9 7 0 -7 1 1 9 7 2 -7 3 1 9 7 4 -7 5 1 9 7 6 -7 7 1 9 7 8 -7 9 1 9 8 0 -8 1 1 9 8 2 -8 3 1 9 8 4 -8 5 1 9 8 6 -8 7 1 9 8 8 -8 9 1 9 9 0 -9 1 1 9 9 2 -9 3 1 9 9 4 -9 5 1 9 9 6 -9 7 1 9 9 8 -9 9 2 0 0 0 -0 1 2 0 0 2 -0 3 2 0 0 4 -0 5 Years 2 The share of agriculture in employment is, however, much higher. One of the current important anomalies in the Indian economy is that a sector that produces 22 per cent of GDP employs 65 per cent of the labour force.
Recent experience of economic growth (and its sectoral composition) is shown in
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As a result of this sustained economic growth India is now a huge market with a large and young population. 95.1 per cent of India's billion plus population is below the age of 65, with the median age being 24.9 years and almost a third of the population younger than 14. A Reuters report estimates that by the time these children enter the labour force India will be a US$1 trillion plus (at market exchange rates) economy. By some reckoning India's middle class (those earning between US$2000 to $22,000 a year) is 300 million strong. This young labour force is keen to enrich itself quickly, thus saving an investing more, and to compete with the outside world -witness India's persistent double-digit export growth in recent years. With deep domestic markets and the service sector accounting for 31 per cent of exports India's reliance on manufactured exports is lower than many Asian countries. Thus any downturn in the global economy may have less impact on India.
The current phase of high growth is subject to a few constraints (Jha 2005 ).
These include inadequate infrastructure sector, growing regional inequality (which has affected the political consensus for reforms) and low agricultural growth rates which have raised food price relative to prices in general. Notwithstanding these glitches there remains broad-based consensus for economic reforms which augurs well for the continued buoyancy of the economy.
III. Factors Accelerating Economic Growth in India
The current high economic growth could well accelerate further as Kelkar (2004) has opined. Contributing to this acceleration is a broad series of reforms including financial sector reforms, increased globalization and widening and deepening of product and financial markets. The impact of such reforms gets reflected in key indicators such as market capitalization of the stock market, the technology and transparency of transactions, the sets of instruments traded, balance sheets of financial institutions and the degree of openness of the economy. Concurrently a benign FDI policy framework has permitted greater tie-ups in high technology areas for production for domestic as well as external markets. I now list some key factors (in a growth accounting sense) that have led to the current surge in economic growth in India and have the potential to sustain or even accelerate this growth rate.
Productivity Growth
The higher GDP growth rate beginning in the 1980s has been accompanied by a sharp acceleration in total factor productivity growth (Table 6 ). 
Improvements in Labour Supply
India's labour supply is undergoing fundamental changes. In 2000 the proportion of the Indian population in the working age group (15-64 age bracket) was 60.9%. The UN's Population Division has projected that this ratio will surpass the proportion of Japanese in this age group by 2012 and climb to over 66% in 30 years. At that time it is poised to overtake China's population in the same age group.
3 There has been a debate of sorts about whether attitudinal changes in the government bureaucracy or actual policy changes are better explanations for the acceleration in economic growth in India. In a country with an autarkic trade regime and a highly centralized administrative structure, attitudinal changes may well be the hardest to make. Hence, both policy measures as well as attitudinal changes should be regarded as essential as well as complementary explanations for this surge in the rate of growth.
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The % for females. Thus India's labour force is younger, better nourished and has more skills than before. These changes imply substantial quality improvements in the India's labour force. Economic theory and international experience leads us to believe that this will lead to sharp rises in labour productivity and an upward shift in the trend long run rate of growth of the Indian economy.
Higher Savings and Investment for Enhanced Economic Growth
Central to the growth success story has been a steady rise in India's saving and investment rates (Table 7) . India was able to obtain 9 per cent GDP growth whereas China obtains 9 per cent growth with investment rates of over 40 per cent. Thus the productivity of capital is higher in India than in China.
Falling Fiscal deficits and rising public savings
As India seeks to accelerate its growth rate even further, raising the saving and investment rates by lowering fiscal deficits will be key. India needs to streamline public subsidies and increase tax revenues in order to reduce, if not eliminate, public dissaving in order to boost economic growth. In recent times, particularly since 2003, India's fiscal deficit situation has improved (Table 8) . 
IV. India's External Sector Performance
The recent acceleration in India's economic growth has been associated with greater economic integration with the global economy. India missed the first phase of trade liberalization in the post-War period but is has not done so this time around. Indian manufacturing tariffs are now low by world developing country standards: 12.5% and Indian anti-dumping appears to be slowing down. India is far less dependent on tariffs for government revenue but agricultural tariff reduction has not kept pace with industrial tariff liberalization. A necessary but not sufficient condition for it to be reversed would be agricultural protection cuts in developed countries. India's exports have surged 4 and India's export basket is geared towards high value added items such as engineering goods (Table 9 ). India's trade balance, although substantially in the red, has been covered by inflows from Non Resident Indians and software exports leading to more modest current account deficits. This along with substantial foreign exchange reserves ensures reasonable macroeconomic stability.
V. Two Facets of the new India -A Dynamic Sector and a Laggard
The surge in India's growth rate has led to rapid growth of some industries whereas others have lagged behind. Table 10 provides illustration of automobiles -a dynamic sector of the new India.
Growth in automobiles has been well spread out over all categories and export performance has been spectacular. On the other hand agriculture has been lagging. Table   11 indicates average growth in area, production and yield under foodgrains, non foodgrains and all crops. 1 9 6 0 -6 1 1 9 6 2 -6 3 1 9 6 4 -6 5 1 9 6 6 -6 7 1 9 6 8 -6 9 1 9 7 0 -7 1 1 9 7 2 -7 3 1 9 7 4 -7 5 1 9 7 6 -7 7 1 9 7 8 -7 9 1 9 8 0 -8 1 1 9 8 2 -8 3 1 9 8 4 -8 5 1 9 8 6 -8 7 1 9 8 8 -8 9 1 9 9 0 -9 1 1 9 9 6 -9 7 1 9 9 8 -9 9 1 9 9 9 -0 0 As Figure 2 shows whereas investment as a proportion of GDP has been on a rising trend since the 1970s agricultural investment as a share of total investment has been falling since the 1980s. There was a mild revival between 1999-00 and 2002-03 but, since then, agricultural investment as a proportion of GDP has resumed its downward trend. Agricultural investment as a proportion of GDP has also been falling. Given that more than 60 per cent of India's population gets its livelihood from agriculture, the lacklustre performance in agriculture presents an important challenge.
VI. Conclusions
This chapter has provided a broad overview of the Indian growth process and underlined the basic contention that the Indian economy has shown remarkable resilience even as it seeks opportunities for higher economic growth. India's experience with colonialism India is growing in a climate in which it faces a regulated international trade sector and pressures on the environment. Many countries in the West grew by augmenting their savings from resources taken from the colonies and did not have to bother about compliance with industrial pollution standards. While India was forced to absorb manufactures goods from Europe and textiles from Lancashire in the heyday of the Industrial Revolution, today India faces potential backlash in its export markets. Since both India and the Western world are concentrating on services Indian exports of services and outsourcing of business services from the West to India lead to populist demands for protectionism against India in the West. These are only some of the many differences in the growth experiences of India and the West. India's growth story is unique to herself. The country has learnt to be resilient in the face of a myriad of shocks even as it kept strengthening the fundamental drivers of economic growth. This is why the Indian growth story has to be taken seriously as an independent model from which the good economic news and the lessons for other countries will continue to flow in the foreseeable future.
